Important Information for New Employees

ke th




Table of Contents

Welcome
Eligibility
The Plans
South Carolina Retirement System
A QUICK LOOK @ SCRS ...ttt ettt ettt ettt ettt et sit e s bt et e es e et e eatesheeateeh e e sb e easeea e eateeheen bt eh e e 4h e ea b e eh e eat e eh e e eh e ea bt eh 4 e st ea b e eh e eab e eh e e b4 e a b e eh e et e eh e e eh e en bt eh e e bt e st e e bt e bt ehtenbeenne
State Optional Retirement Program
A QUICK LOOK A STATE ORP .....eetieiiiiiieitieteettete ettt ettt e st et stee bt esseeseesseeutesbeestesheesbeeaseeaeeaseehees bt es s e sbeeasees s easeeateeb e ea bt eh e e st ea b e eh e eateeh e e b e en b e eh e e st ea e e ebeen bt eheesbeenbeebeenbeeaeenbeenne
(0] 0153 o =3 =1 Lo} o <SR O OO OO PO SO PO PP P PP O PP PRPPORTO
Use the Tools ......ccoeevvevericninnnene
Videos and Brochures ...............
Benefit Comparison Program
Sample Benefit Comparison Using Calculator ...
Enroll in Your Chosen Plan ..........ccccceeveviieneeninnnne
TO EDNTOLL 11 SCRS ...ttt sttt ettt ettt sttt h e b e st e e bt eat e sh ekt ea b e eb e e st eh e e bt es bt eh 2 a4t eb e e st eh e e bt e st 4h 8o b4 es b e eh e ea st eh e e bt o st e e84 e a st eh s e bt es bt 4 bt e b e ehteeh e e st eh e e bt eh e e be e b e eh e e bt entenbeen
TO ENTOLL N STATE ORP ...ttt ettt ettt et h et e bt eb e e et eht e bt eh s e eb e b e e bt ehs e eh e oo bt eh s e b e oot e eb e e as e ehe e H e e ob e eb e e bt eateeb e e e bt e b b e bt e bneeb e e bt ehe e bt e b e s be e b e ebe e bt ennenbees
Ready to Enroll in a Retirement Plan? Take These Steps
To EleCt NOD-MEIMDETSIID ....cviiiiiiiiiiiiiii ittt a e a e e b e st e b et b st et e st et e st e s s e et et e ek e e st e s e e s b es e e st ek e e st eh e ek e eu e eh e eh e ebe e b e eb e eneebeebeebe s b e st sbeebeenesneenenesnens
Annual Open ENTOIIMENT PETIOM ....c.uiiiuiiiiieiii ittt ettt ett e bt e a bt e sut e e bt e eateeeateshteeabeeeateesh b e e abeeeat e e sht e e bt e eat e e ehs e e a bt e eas e e 4he e eab e e eab e e nhe e enb e e eabeenhbeenbeeenbeenbteenbeenns
List of Investment Providers ..........cccceevveveiiieiienenienieienienieens
Advantages, Disadvantages, and Other Considerations...........
Retirement Plan Comparison
Type of Plan ........cccoovevieieiennee
ElGIDIlItY ©.oooovvveeoeevveeeeesrreennnn
Employee Contributions .........
Employer Contributions ...........cccooeeevieiinieneneninicecene
Refund or Distribution Before Retirement and Portability ...
Management Of RETHTEIMEIIT FUTIAS .....iiuveiuieteiieiteiie ittt ettt sttesteebesteesteestesteesteessesseesseesseebeessesbeasbeasee s e enseeseenbeshee b e esseeseenseehee bt en b e e b e e s e eseeebeenbeaheenbeanbeebaenbeansenbeensennes
Selection Of INVESTIMEIt PIOVIAET ....c.oiiuiiiiiiiieiiiteeie ittt ettt ettt s bt s bt st sb e et e ea e et e eatesh e e st e eh e e st eh s e bt ea st 4h s et e e st e bt ea st eh e e bt ehteeb e e st e es e enbeeb e e bt enbeebeenbeentenbeenne st
Selection of Investment Products..................
Allocation of Contributions
Beneficiary .......ccccoevvevieiiiiiiiiicecee
Additional Service Buy-In Options .................
Loans or Withdrawals .........cc.ccecevieiicniiennine
Disability Benefits ...................
In-Service Death Benefits
Active Membership Group Life Insurance ...
Post-Retirement GroUupP Life IMSUTATICE ........cceeuiiuiitiiiitiitiiteiteete ittt sttt et et e et sa et e s s b et et e s s e st e st eh s e st ebeeb e es e e b e eh e e st eh e ek e ea e eh e ekt eu e e b e eb e eb e e b e en e saeebeenesaeebeenesaesbesnesnenenes
Service Requirements for REtIemMent BEMETIES .........ccuiiiiiiiiiiiiiii ettt ettt b e e bt bbb b s b b s bt e e et et a et et et et et e bt e bt e bt ke neeneeneenes
Retirement Benefit Calculation
Retirement PATIMENT PLATIS .......coiiiiiiiiiiiieitiie ettt ettt etttk et et h e eb e e b e bt eh e e b e eb e e b e b e e b sh e e bt e b e e s ea e e h e s e a e sttt et ekt ht et ekt he bt b e bt bt eaeene b
Teacher and Employee Retention Incentive (TERI) Program
Cost-0of-Living Adjustments .......c.ccocveveerieriienenrieniieniesieenieennenes
Post-Retirement Health Insurance Eligibility ..
TAXES .eveieeiiieiiiiie e
Questions and Answers
GLOSSATY ...ttt ettt et etk h skt ea ekt h Rt R ekt e ke ekt ekt R b e h e s e s Rt et R s Rt Rt oA s e et e Rtk ek e e Rt ek 4okt ekt ek 4o R € e Rt ek e Rt e Rt ek e e Rt e Rt ke e bR e Rt eneehe b enenhennesnesne e




Welcome

As a new employee, you have a lot of deci-
sions to make and what seems like count-
less forms to fill out. Choosing which of the
two available retirement plans you will join
is one of these decisions. To assist you in
making this decision and to help ensure that
you make an informed choice, this brochure
provides information about and a compari-
son of the two plans.

Eligibility
All state, public school (kindergarten
through grade 12), and higher education
employees hired after June 30, 2003, are el-
igible to choose between the two available
plans. This in-
cludes all per-
manent, full-
time employees,
temporary and
part-time em-
ployees, and po-
litical appoin-

If you are an
SCRS retiree who
has returned to
work, you cannot
join State ORP

tees. since, as a retiree,
You must select ~ you are not

one of the two  efjgjible for SCRS
available retire- .

ment plans un- memberSh’P-

less your posi-

tion is exempt-

ed by state law. Your employer can tell you
whether your position is exempt from man-
datory membership.

The Plans

South Carolina Retirement System

The South Carolina Retirement System
(SCRS) is a defined benefit plan. In a de-
fined benefit plan, the state bears the invest-
ment risk and provides a guaranteed month-
ly pension based on a statutory formula, not
on your account balance.

A Quick Look at SCRS

®» SCRS is the traditional retirement plan
for state and public school district em-
ployees, and employees of counties and
cities that elect to participate in the Re-
tirement Systems.

®» If you select SCRS, your employee con-
tributions will be placed in an account
in your name that draws 6 percent in-
terest per year.

®» SCRS provides members a guaranteed
monthly pension based on a formula that
includes average final compensation,
years of service, and a 1.82 percent ben-
efit multiplier.

®» You must have a minimum of five years
of earned service to be eligible to receive
a retirement annuity. Once you retire,
your annuity will be paid to you month-
ly.

®» If you terminate employment and re-
ceive a refund of your contributions,
your employer’s contributions will not
be refunded to you.

State Optional Retirement Program
The State Optional Retirement Program
(State ORP) is a defined contribu-

tion plan. In a defined contri-

bution plan, you invest your

funds within the plan’s

investment choices

and then bear the

risk, or enjoy the

benefit, based on the

. S

performance of your n yideo
; weh ¢ :
investments. Yourre- | \N& ma\&\“%

. o Ye .
tirement benefit is be dec‘\s\o“'
based on the balance Yo‘“
in your account when
you retire.

A Quick Look at State ORP

=» State ORP is an alternative to SCRS.

®» If you select State ORP, an account is es-
tablished in your name through the in-
vestment provider you select. Your em-
ployee contributions and a portion of
your employer’s contributions accumu-
late in your account and are invested in
the investment products you select from
the products offered through your in-
vestment provider.

= Your retirement benefit will be based on
the balance in your account when you
retire.

®» Once you retire, you may choose from a
variety of payout options, including sin-
gle-sum withdrawals, systematic with-
drawals, or a guaranteed monthly pen-
sion benefit based on your account bal-
ance at the time payments begin.



=» State ORP also provides portability of the
money in your account, which includes
the contributions made by you and your
employer, and the investment earnings.

Considerations

Please keep the following in mind when
making your decision:

®» Your willingness to as-
sume investment risk
and reward;

®» The period of time re-
maining before your re-
tirement;

®» The importance to you
of retirement plan port-
ability;

®» Your age and the years
of service you think you
will have as an employ-
ee with your organiza-
tion or the state;

=» Your preference of having your retire-

ment income determined by the perfor-

mance of the investment products you

select or being guaranteed a retirement

benefit based on your average final com-

pensation, age, years of service, and a

1.82 percent benefit multiplier;

Your concerns about death benefits;

Your concerns about disability benefits;

The impact of inflation during retire-

ment; and

®» The flexibility of each plan to serve your
personal situation during your working
years and after retirement.
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Use the Tools

This brochure is just one of the available
tools that provide the information you will
need to make your retirement plan choice.

Videos and Brochures

A video that compares the two plans, “The
SCRS Plan or the State ORP? It’s
Your Choice,” is available from
your employer. In addition, an
Investing for Your Retirement
brochure and video are avail-
able from your employer. These
educational materials provide

formation and should be help-
X H ful to you regardless of the plan
) you choose. We encourage you
to carefully evaluate the distinct
features and benefits of each
plan before making your enroll-
ment decision.

Benefit Comparison Program

Another resource is an Internet-based com-
puter program that estimates and compares
the benefit under State ORP and SCRS us-
ing information and assumptions you pro-
vide (such as an assumed rate of return on
your investments and an estimate of your
future salary increases), the features of each
of the two retirement plans, and a retirement
date of June 30th. These estimates are in-
tended to help you choose the plan that’s
right for you; they are not a prediction of
actual results. Your actual benefits will vary.

To use this program, go to the Retirement
Systems’ Web site at www.scrs.state.sc.us
and follow the links or type www.scrs.state.
sc.us/orpcalc/ in the address window of your
Internet browser (see Figure 1 below).

Figure 1.
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To use the Benefit Comparicon Caleulater, you will need to make sure your
system meets the folowing minimum requirements

@ Internet Explorer 4.0 or later or
& Metscape Navigator 4.5 or later

Click here T

Figure 2 below shows the next screen. This
is the screen into which you enter your in-
formation for the calculation, then click on
Calculate.

Figure 2.
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A sample calculation based on sample in-
formation is shown on page 3.



Sample Benefit Comparison Using Calculator

This sample comparison is for illustration purposes only. When you use the calculator,
you will enter your information into the screen as shown in Figure 3 below. Then click

on the Calculate button.

Figure 3.

srsatabe.scus orpcak finput.asp - Microsolt Internet Explorer =100 %]
Fle Edt View Favortes Took  heb -
R e I s B~ e L T e S Y IR |

PAkdress |Back bo habp: [fwoveve.sore s abe. o6 Lo foupe sl Dol g

=] &e ||uns

Benefit Comparison Program for the South Carolina Retirement System (Traditional Plan) and the SC State ORP (Optional
Retirement Pragram)
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The screen shown in Figure 4 below will appear. If you want to change any of the
information you've provided, do so and then click on Calculate; otherwise, scroll down

the screen to see your benefit comparison.

Figure 4.
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As you scroll down this screen, the details of your benefit comparison will appear
ure 5). Continue scrolling down the screen for more information.

Figure 5.
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Continue scrolling down the screen for more information (Figure 6).
Figure 6.
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ESTIMATED BENEFIT COMPARISON DURING YOUR RETIREMENT YEARS
The following table provides a companison of your estmated benefit durmg your retrement years. The benefis from the SCRS plan is assumed 1o intrease each
year with & 3% cost of bving adustment when ehgible. The average cost of bving adjustment for pasticipants in the SCRS defined benefit plan during the ten
years ending Tune 30, 2000 was 297% Ser the description of cost of lving adjustments on page one
The calculanons o thar table azrume that youure you SC State ©. 'mwvez wtste’ cha ag an :dzng e anmoty that would pay the same amount
each year for the rest of your e, Thas sngle B munmy (inout it Mbase N he 706 | terel widand | Ascg 000 movtality table (nerged geader, with
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In addition 1o a single ife annity, your investment provider may offer alternative annizty options and payment choices
Age SC STATE ORP DEFINED CONTRIBUTION FLAN SCRS DEFINED BENEFIT PLAN
Estimated annual henefit assuming you work continuansly for 28 mare years  Estimated annual henefit assuming you work continnously
and at age 53 you choose to use all of the assets in your account to purchase a  for 25 more years, begin receiving a benefit at age 53 and
single life annuity with an annual benefit of $15,791.00 for the rest of your life.  when eligible you receive a cost of living increase of 3%
each year.
53 £15,791.00 £15,353.00
58 £15,791.00 £17.752.00
&3 £20,632.00
3:] £23,913.00
73 $27.725.00
] $32,146.00
a3 $15,791.00 $37.265.00
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Enroll in Your Chosen Plan

You have 30 days from your date of hire to
make your decision. If you do not make a
selection, you will automatically become a
member of SCRS.

You must complete an enrollment form re-
gardless of the plan you select. Your employ-
er has the enrollment forms and can help
with the enrollment process. Figure 3 at right
also illustrates the steps of the enrollment
process.

To Enroll in SCRS

If you choose SCRS membership, you must
complete a Retirement Plan Enrollment
(Form 1100) electing SCRS membership. You
will also need to complete a Beneficiary Des-
ignation (Form 1102) or a Beneficiary/Trust-
ee Designation (Form 1103) to name benefi-
ciaries for you SCRS account.

Give your completed and signed forms, and
a copy of your Social Security card to your
employer for submission. Upon receipt, you
will be enrolled in SCRS.

To Enroll in State ORP

If you choose State ORP membership, you
must complete a Retirement Plan Enrollment
(Form 1100) electing State ORP membership.
You will also need to select one of the four
authorized investment providers listed on
page 5 of this brochure. You will also need
to complete a State ORP Active Group Life
Beneficiary Designation (Form 1106).

Ready to Enroll in a Retirement Plan? Take These Steps

Step 1T Ask your employer if you are eligible to choose between SCRS and State ORP membership.

Step 2

Watch “The SCRS Plan or the State ORP? It’s Your Choice” and the “Investing for Your
Retirement” videos available from your employer.

Step 3 Read the Select Your Retirement Plan and Investing for Your Retirement brochures.

Step 4 Use the Benefits Comparison Program on our Internet Web site.

Step 5 Choose your retirement plan within 30 days from your date of hire.

If You Elect SCRS

If You Elect State ORP

If You Elect
Non-Membership

Step 6
Complete and sign Retirement
Plan Election (Form 1100)

Step 7

Complete and sign Beneficiary
Designation (Form 1102) or
Beneficiary/Trustee Designa-
tion (Form 1103)

Step 8

Give completed and signed
forms, and a copy of your
Social Security card to your
employer for submission

Step 6
Complete and sign Retirement
Plan Election (Form 1100)

Step 7

Complete and sign State ORP
Active Group Life Beneficiary
Designation (Form 1106)

Step 8

Complete application form

from your selected investment

provider and mail to your
investment provider

Step 9

Give completed and signed
forms, and a copy of your
Social Security card to your
employer for submission

Step 6
Complete and sign Election of
Non-Membership (Form 1104)

Step 7

Give completed and signed
form to your employer for
submission




Give your completed and signed forms, and
a copy of your Social Security card to your
employer for submission.

You will also need to complete an applica-
tion with your selected State ORP invest-
ment provider and, once enrolled, will need
to make your investment selections from
those available from your chosen investment
provider.

The South Carolina Retirement
Systems administers the State
ORP. The Retirement Systems’
director designates the
companies that provide the
available mutual fund
accounts, annuity contracts, or
similar investment products.
The four authorized
investment providers are
listed in the table at right.

To Elect Non-Membership

You must enroll in either SCRS or State ORP
unless your position is statutorily exempt
from mandatory membership. Your employ-
er can tell you if your position qualified for
non-membership.

If you are eligible to and choose to elect non-
membership, you must complete and sign
an Election of Non-Membership (Form

1104). Give your completed and signed form
to your employer for submission.

Annual Open Enrollment Period
There is an annual open enrollment period
(January 1 to March 1) during which a State
ORP member may:

* Change investment providers;

* Trrevocably switch to SCRS if the member
has between one and five years of State
ORP service.

If, as a State ORP member, you do not make
the election within the allotted time, you
will, by default, continue your State ORP
membership and forfeit your one-time op-
portunity to elect SCRS membership. If you
join SCRS during the allotted time, you may
purchase all or a portion of your State ORP
service at any time after joining SCRS. The
cost is 16 percent of your current salary or
highest career salary (in SCRS or State ORP),
whichever is higher, for each year pur-
chased.

The South Carolina Retirement
Systems cannot offer investment
advice on retirement plans or
guarantee investment returns,
interest rates, or dividends.

AIG VALIC
Mandy Yelton
SC District Administrative Assistant

3710 Landmark Dr., Suite 104

Columbia, SC 29204

1-803-743-2020 (Office)
1-803-782-9061 (Fax)
1-800-647-4416 (Toll-free)
1-888-568-2542 VALIC by Phone

mandy_yelton@aigvalic.com
www.aigvalic.com/scstateorp

CitiStreet
Beth Mills
Regional Manager
1901 Laurens Road, Suite M
Greenville, SC 29607
1-864-241-5084 (Office)
1-864-241-5078 (Fax)
1-866-886-3673 (Toll-free)
bmills@citistreetonline.com
http://welcome.citistreetconnect.com
A Division of CitiStreet

ING Financial Services, Inc.
Jonathan L. Hope
Registered Representative
113 Beechwood Lane
Irmo, SC 29063
1-803-603-1777 (Office)
1-803-732-4609 (Fax)
1-888-818-3246, Ext. 7113 (Toll free)
jhopesc@earthlink.net
www.ingretirementplans.com/custom/scorp

TIAA-CREF
Brenden L. Walsh
Senior Institutional Consultant
One Copley Parkway, Suite 400
Morrisville, NC 27560
1-919-465-5800 (Office)
1-919-469-0583 (Fax)
1-800-842-2776 (Counseling Center)
bwalsh@tiaa-cref.org
www.tiaa-cref.org




Advantages, Disadvantages, and Other Considerations

Defined Benefit Plan (SCRS)

Defined Contribution Plan (State ORP)

Advantages
» The Retirement Systems bears the investment risk.

* Your retirement benefit is known, based on the SCRS retirement plan
benefit formula.

* If you have many years of service, the defined benefit formula may
provide a larger benefit.

 The trustees hire and supervise professional investment managers.

* Disability retirement benefits are available.

* You cannot outlive your benefits - benefits are guaranteed for life.

* Benefits increase with each year you work.

* If you have five years of earned service, you may purchase up to five
years of non-qualified service to more quickly reach eligibility for
retirement.

* Lifetime monthly benefit for your beneficiary if you die in service with
15 or more years of service, or at age 60 with at least five years of
earned service.

* Retirees receive annual cost-of-living increases (not guaranteed).

* Retirement annuity is not based on your account balance.

Advantages

* You choose and direct your investments in professionally managed mutual
funds and other investment products. You have an opportunity for
increased retirement income based on your investment decisions.

* If you are a younger employee with many years to obtain investment

earnings, you may receive a larger retirement benefit.

Portability provides an opportunity for more retirement income if you

change employers several times during your career. You can transfer

balances to other eligible retirement plans or an Individual Retirement

Account (IRA) upon distribution.

* If you terminate employment and get a refund, you receive the

contributions you and your employer made into your State ORP account,

and the investment earnings. You have immediate and full ownership

rights to the contributions made by you and your employer (no minimum

years of service required).

Flexible benefit options such as annuity payments (including payments

you cannot outlive), a lump-sum distribution, partial distributions, or

withdrawals.

Disadvantages

* If you are younger, it takes many years of service to build a large
benefit unless you receive substantial pay increases that result in a
higher average final compensation.

* If you have few years of service or leave your job before retirement,
you might not earn a large benefit.

* You have no say in investment decisions.

* Your benefit is reduced if you retire early.

* If you terminate employment and take a refund, you receive your
contributions plus interest, but not the employer contributions or the
earnings on the employer contributions.

Disadvantages

* You bear the investment risk and must, therefore, monitor your
investments. Poor investment decisions may result in inadequate benefits.

¢ If you are older, you may have too few years before retirement to
accumulate a large account balance.

* You are responsible for retirement income cash flow and inflation

protection.

Disability protection is not included.

Consider the SCRS if you:
* Want a guaranteed benefit for life that is not affected by fluctuations in
the financial markets.

* Plan to stay with a covered employer for many years.

* Prefer to have the state make investment decisions and assume the related
risk.

* Need disability coverage as part of your plan.

Consider the State ORP if you:

* Want investment control and are willing to assume the risk associated with
the opportunity for potential growth of your retirement money.

* Do not plan to stay with a covered South Carolina employer for many
years.




Retirement Plan Comparison

Benefit
Feature

SCRS
Traditional Defined Benefit Plan

State ORP
Defined Contribution Plan

Type of Plan

The SCRS provides a guaranteed monthly income at retirement. The
contributions made by you and your employer are used to pay all re-
tiree benefits. Your retirement benefit is based on a formula that in-
cludes your years and months of service credit, your average final com-
pensation, and a benefit multiplier of 1.82 percent. SCRS is a govern-
mental plan administered as a qualified plan pursuant to section 401(a)
of the Internal Revenue Code (IRC). Your retirement income is not based
on your account balance.

The State ORP provides an account into which you and your employer
contribute. Your retirement income is based on the account balance
accumulated throughout your years of employment. Your account bal-
ance is a combination of contributions and the performance of the in-
vestment funds you select from the investment options offered through
the State ORP. The State ORP is a governmental plan administered as a
qualified plan pursuant to section 401(a) of the Internal Revenue Code
(IRC).

Eligibility

Membership includes public school employees, public higher educa-
tion personnel, state employees, city, county, and other local public
employees of covered employers (participating employers). You are
eligible on your date of hire if you are a permanent full-time or part-
time employee. If you are a temporary or non-permanent employee,
you may choose whether to join.

All permanent, full-time employees, temporary and part-time employ-
ees, and political appointees hired after June 30, 2003. You must be
eligible for membership in SCRS as well.

Employee
Contributions

Employee contribution rates are established by the South Carolina
General Assembly. You contribute a tax-deferred 6 percent of your gross

pay.

Same as SCRS.

Employer
Contributions

Employer contribution rates are established by the South Carolina State
Budget and Control Board. Your employer contributes 7.55 percent of
your earnings. This contribution funds the normal cost and covers the
unfunded accrued liability of the system.

Your employer contributes 7.55 percent of your earnings, of which 5
percent is directed to the investment provider for allocation to your
account and 2.55 percent to the Retirement Systems. The 2.55 percent
isretained by the Retirement Systems to defray any reasonable expenses
incurred in performing services regarding the plan.

Refund or
Distribution
Before
Retirement and
Portability

If you terminate employment with at least five years of earned service
and leave your contributions and interest in your SCRS account, you
will be eligible to receive a deferred annuity at age 60. If you terminate
employment, you may request a distribution (refund) of your employee
contributions plus interest, but you forfeit your rights to any future
retirement benefits. There is a 90-day waiting period from your
termination date before a refund can be made. You are not required to
withdraw your contributions and interest at termination. Employer
contributions are not refunded. Employee contributions plus interest
may be rolled over to another eligible retirement plan or an IRA as
allowed by the IRC. Eligibility to establish SCRS service with another
retirement plan depends on the other plan’s provisions.

You have immediate full ownership rights to your account balance,
including employee and employer contributions. If you terminate
employment or reach age 59, you may request a distribution (refund)
of your account balance, which includes employee and employer
contributions. Your State ORP investments remain in the investment
products you select unless you request that they be transferred or rolled
over to another eligible retirement plan. You can change jobs without
losing your accumulated retirement benefits. You may participate in
similar plans through other employers. You may roll over your account
balance to another eligible retirement plan or an IRA as allowed by the
IRC. Eligibility to establish State ORP service with another retirement
plan depends on the other plan’s provisions.




Retirement Plan Comparison

Benefit
Feature

SCRS
Traditional Defined Benefit Plan

State ORP
Defined Contribution Plan

Management of
Retirement Funds

The state assumes all investment risk. Professional money managers
recommended by the South Carolina Retirement Systems Investment
Panel and approved by the State Budget and Control Board invest the
equity investments. The Office of the State Treasurer manages the
fixed investments.

You assume all investment risk. You are responsible for your invest-
ment choices, distribution methods, and retirement goals. The direc-
tor of the South Carolina Retirement Systems designates the profes-
sional money management companies authorized to offer investment
products.

Contributions

Selection of Not applicable. You choose one of the four authorized investment providers. You may

Investment change providers once each year during the annual open enrollment

Provider period (January 1 to March 1).

Selection of Not applicable. You select from the available investment funds to reach an appropri-

Investment ate asset allocation for your investment objectives and retirement goals.

Products The prospectus for each investment product provides information on
that particular product. Investment provider service representatives
are available by telephone (toll free) to assist with your selections. A
list of the vendors providing the investment products and the prod-
ucts offered to State ORP members is on the Internet at
www.scrs.state.sc.us. You may also contact Customer Services at 1-
800-868-9002 (available within SC only), at 803-737-6800, or at
cs@scrs.state.sc.us.

Allocation of Not applicable. You allocate your contributions into your chosen investment prod-

ucts. Contact your investment provider to change the allocation of your
contributions and/or existing account balance.

Beneficiary

You may name as many beneficiaries and/or trustees as you wish.
Multiple beneficiaries share equally in survivor benefits.

You may name as many beneficiaries and/or trustees as you wish.

Additional Service
Buy-In Options

Active members may establish service credit for various types of pre-
vious employment or leaves of absence. Active contributing members
with five or more years of earned service credit may establish up to
five years of non-qualified service. You may purchase service credit
by lump-sum payment, an installment service purchase (after-tax, plus
interest), or a tax-deferred rollover from an eligible retirement plan,
such as a 401(a), 401(k), 457, 403(b), or an IRA.

Not applicable.




Retirement Plan Comparison

ity is likely to be permanent. Service will be projected to age 65 with
an applicable actuarial reduction. The five-year requirement may be
waived if your disability is the result of a job-related injury. Benefits
may be paid for life or for the duration of your disability. You must
apply for disability retirement while actively employed.

Benefit SCRS State ORP

Feature Traditional Defined Benefit Plan Defined Contribution Plan

Loans or Your account balance must be kept intact until your retirement, death, | Your account balance must be kept intact until your retirement, death,

Withdrawals disability, or termination of employment. Under no circumstances may | disability, termination of employment, or until you reach age 59%%. Under
you borrow from your account balance or take a hardship withdrawal. | no circumstances may you borrow from your account balance or take a

hardship withdrawal.
Disability If you are an active SCRS member with at least five years of earned | There is no disability protection.
Benefits service credit, you may apply for disability retirement if your disabil-

In-Service Death
Benefits

If you die while in active service (while employed and earning service
credit), are under age 60, and have less than 15 years of service (five of
which must be earned service), your beneficiary will receive a refund
of your employee contributions plus interest.

If you die while in active service at any age and have 15 or more years
of service (five of which must be earned service), or after reaching age
60 with five years of earned service, your beneficiary may choose a
refund of employee contributions plus interest or a monthly benefit
for life. The monthly benefit is not available if you name your estate as
beneficiary.

The benefit is based on the cash value of your account as of your date
of death. Your beneficiary may receive the cash value of your account
through annuities, lump-sum distributions, or periodic withdrawals,
all of which are available through the investment providers.

Active
Membership
Group Life
Insurance

If your employer has elected Group Life Insurance coverage and you
die in service with at least one year of service credit, a payment equal
to your current annual salary will be paid to your designated benefi-
ciaries or trustees. If your death is the result of a job-related injury, the
one-year requirement is waived.

Same as SCRS.

Post-
Retirement
Group Life
Insurance

If, as a retired employee, you die and your last employer prior to
retirement is covered by the Group Life Insurance program, a benefit
based on your service credit will be paid to your beneficiaries as follows:
10-19 years = $2,000; 20-27 years = $4,000; and 28 or more years =
$6,000.

The post-retirement Group Life Insurance benefit is not provided to
State ORP members.
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Benefit SCRS State ORP
Feature Traditional Defined Benefit Plan Defined Contribution Plan
Service Normal Retirement (Unreduced Benefit) There is no minimum age or years of service required for retire-

Requirements
for Retirement
Benefits

At age 65 or with 28 years of service credit. Five years must be earned
service.

Early Retirement (Reduced Benefit)

At age 60 with benefits permanently reduced 5 percent for each year of
age less than 65, or at age 55 with 25 years of service credit, with benefits
permanently reduced 4 percent for each year of service credit less than
28. Five years must be earned service.

If you retire early at age 55 with at least 25 years of service, cost-of-living
adjustments (COLAs) do not apply until the second July 1 after you reach
age 60 or the second July 1% after you would have had 28 years of service
credit.

ment. You become eligible to receive distributions when you termi-
nate employment or reach age 59%-. You may leave your balance on
deposit to accumulate earnings tax-deferred until you elect to re-
ceive them.

Retirement
Benefit
Calculation

Your annual SCRS retirement benefit is based on the following formula
that includes your average final compensation, years of service, and a
benefit multiplier:

Step 1 Determine your average final compensation (12 highest
consecutive quarters of earnable compensation divided by 3).
Multiply the result of Step 1 by 1.82 percent (.0182).

Multiply the result of Step 2 by your years of service credit.
Deduct early retirement penalties, if applicable.

Step 2
Step 3
Step 4

The amount of your State ORP benefit is based on the total accumu-
lation in your account(s) and the payment method you choose. Your
benefit is affected by the performance of the investments you select
and the amount of time you have to invest.

Retirement
Payment Plans

Your retirement benefit will be paid as a monthly annuity for your lifetime.
There are two payment plans that will provide monthly payments to a
survivor in the event of your death. The available payment plans are:

Option A Standard Retiree Only Monthly Annuity (Maximum)

Option B 100% - 100% Joint Retiree-Survivor Monthly Annuity with
revert to Option A feature

Option C  100% - 50% Joint Retiree-Survivor Monthly Annuity with
revert to Option A feature

If you choose Options B or C, you will receive a reduced (from Option A)
benefit.

You may choose to purchase an annuity (including annuity payments
that you cannot outlive), or take a lump-sum distribution, partial
distributions, or withdrawals. The State ORP investment providers
offer a variety of retirement payment options designed to allow you
to tailor your retirement plan to meet your financial needs.

In the event of your death, your beneficiary may receive the cash
value of your account through annuities, lump-sum distributions,
or periodic withdrawals.




Retirement Plan Comparison

Benefit
Feature

SCRS
Traditional Defined Benefit Plan

State ORP
Defined Contribution Plan

Teacher and
Employee
Retention
Incentive (TERI)
Program

By participating in TERI, you may defer receipt of your retirement ben-
efit for up to five years. The deferred monthly retirement benefits are
placed in your retirement payroll account and, upon termination of
employment or the end of your TERI period, whichever is earlier, you
will receive your accumulated retirement benefit in either a partially
taxable, single-sum distribution or through a tax-deferred rollover into
an eligible retirement plan. You will then begin receiving your month-
ly retirement benefit plus any cost-of-living increases granted during
your TERI period.

No interest is paid on the deferred monthly benefit during your TERI
period; however, you do receive cost-of-living adjustments (if grant-
ed). TERI participants do not make SCRS contributions, do not earn
service credit, and are ineligible for active membership group life in-
surance benefits and disability retirement benefits. You may partici-
pate in TERI only once. During your TERI period, you are exempt from
the service retirement earnings limitation. Any distribution paid di-
rectly to you is subject to ordinary federal and state income taxes and
may be subject to an additional 10 percent federal early withdrawal
penalty.

Not applicable.

Cost-of-Living
Adjustments
(COLlAs)

Cost-of-living adjustments (COLAs) are not guaranteed. The Retirement
Systems’ actuary must first determine whether funding requirements
have been met, then the State Budget and Control Board must approve
the COLA. If approved, your monthly benefit is increased by the COLA
percentage approved each July 1 provided your retirement was in ef-
fect the previous July 1 and was not subject to early retirement COLA
provisions.

The State ORP does not provide cost-of-living adjustments.

Post-Retirement
Health Insurance
Eligibility

Contact the State Budget and Control Board’s Division of Insurance
and Grants Services toll free at 1-888-260-9430 (available within SC
only) or at 803-734-0678, or your benefits administrator for more
information.

Same as SCRS.




Taxes

You may want to consult a tax or financial advi-
sor for assistance, or simply contact the Internal
Revenue Service (IRS) at 1-800-829-3676 or at
www.irs.gov for information about federal taxes,
and the South Carolina Department of Revenue
at 1-800-763-1295 or at www.sctax.org for state
tax information and assistance.

Questions and Answers

How do | enroll in the State ORP or SCRS?
Complete the required enrollment form for the
plan you select. Your employer has these forms.

How many State ORP investment providers are
there to choose from?

The four authorized investment providers are list-
ed on page 2 of this brochure and on the Internet
at www.scrs.state.sc.us.

How do | obtain an account balance under either
plan?

State ORP members will receive periodic finan-
cial statements from their investment provider.
SCRS members will receive an annual member
statement.

If I enroll in SCRS, switch jobs, and join the State
ORP, do I have to withdraw my SCRS contribu-
tions?

No. You may retain your SCRS account or roll
over the contributions to the State ORP.

May I transfer my SCRS funds to the State ORP?
Yes. If you become eligible for and elect the State
ORP, you may roll over your employee contribu-
tions plus interest to the State ORP.

If I switch from SCRS to the State ORP and apply
for a refund, when will I get it?

There is a 90-day waiting period required by state
law. Your refund will be mailed to you after the
90-day waiting period has passed.

How is my SCRS membership affected if | choose
the State ORP?

You retain your SCRS membership unless you
transfer your employee contributions plus inter-
est to the State ORP. Upon transfer, you forfeit
your membership and all service credit in SCRS.

If 1 elect State ORP membership and stay with the
same employer, can I ever join SCRS?

Yes. There is an annual open enrollment period
(January 1 to March 1) during which you may
irrevocably elect membership in SCRS if you have
between one and five years of State ORP service.
If you do not make the election during any of the
annual open enrollment periods in which you
are eligible to irrevocably elect SCRS member-
ship, you will, by default, continue your State
ORP membership and forfeit your opportunity to
elect SCRS membership.

If I retire under SCRS, may I join the State ORP?
No. If you retire under SCRS, you are not eligible
for enrollment in SCRS and therefore may not
join the State ORP.

Can my employer help me choose a plan?

Your benefits administrator can assist you by pro-
viding you with this brochure, an Investing for
Your Retirement brochure, and two videos: “The
SCRS Plan or the State ORP? It’s Your Choice,”
and “Investing for Your Retirement.” Use these
materials, as well as the Benefit Comparison Cal-
culator for State ORP found on the Retirement

Systems’ Web site, to learn about both plans so
you can make an informed choice. Your benefits
administrator cannot tell you which plan is bet-
ter for you; only you can make that choice. You
may also contact the Retirement Systems toll free
at 1-800-868-9002 (available within SC only), at
803-737-6800, or at cs@scrs.state.sc.us for assis-
tance, but remember, the Retirement Systems can-
not make your selection for you either.

What if I have a problem with my State ORP in-
vestment provider?

You or your employer should report any prob-
lems concerning the investment providers to the
Retirement Systems by contacting Customer Ser-
vices toll free at 1-800-868-9002, at 803-737-6800,
or at cs@scrs.state.sc.us.

What happens if I elect the State ORP but don’t
make my investment selections?

The money will be placed in a conservative, non-
restrictive default investment account.

If I elect the State ORP, can | change my invest-
ment options at any time?

Yes, subject to the State ORP investment provid-
er’s contractual limitations. You must choose in-
vestment options from your chosen investment
provider. You may change investment providers,
however, only during an annual open enrollment
period (January 1 to March 1).

If I elect the State ORP, can I allocate my contribu-
tions to more than one investment option?

Yes. The employee and employer contributions
may be allocated to any of the authorized invest-
ment products offered by your investment pro-
vider.



If I change State ORP investment providers, what
happens to my account balance?

If you change investment providers during an an-
nual open enrollment period (January 1 to March
1), you may transfer your account balance, sub-
ject to the State ORP investment provider’s con-
tractual limitations, to the new investment pro-
vider.

How does State ORP or SCRS membership affect
supplemental defined contribution retirement plan
contributions?

You may still contribute to your 457 or 401(k)
deferred compensation plan, or to your 403 (b) tax-
sheltered annuity; however, your contribution
limits and options may depend on the type(s) of
supplemental plans you select. You may want to
contact the South Carolina Deferred Compensa-
tion Program or a tax consultant for more infor-
mation.

How will investment risk affect my retirement ac-
count?

Investment risk applies only if you are a State
ORP member. Investment risk is the uncertainty
of how a given investment will perform. In the
State ORP, if the investments you select perform
well, your retirement account will grow quickly
and provide a larger benefit when you retire. If
your investments do not perform well, you will
not have as large a benefit at retirement. The po-
tential for higher returns is generally greater with
investments that carry more risk. Allocating in-
vestments into several asset classes, such as
bonds, large cap equities, international equities,
and small cap equities, may help reduce your
overall risk. With SCRS, the Retirement Systems
bears all of the investment risk.

Glossary

Annuity A contract, usually issued by an insurance company, that generally provides for the accumulation of
contributions and a guaranteed income paid at regular intervals, usually monthly, for a specified period of time or
for life. Many annuity contracts have significant mortality charges.

Asset Allocation Apportioning of investment funds among categories of assets such as stocks and bonds. Asset
allocation affects both risk and return and is a central concept in personal financial planning and investment
management.

Defined Benefit Plan A pension plan in which retirement benefits rather than contributions into the plan are
specified. A retired employee who has reached a certain age, has a given number of years of service, and has

earned a certain income is entitled to a specified monthly pension payment (i.e., SCRS).

Defined Contribution Plan A pension plan in which contributions into the plan, rather than eventual retirement
benefits to employees, are specified (i.e., State ORP, South Carolina Deferred Compensation program).

Distribution A cash payment or an annuity payment.

Diversification Spreading of risk by putting assets in several categories of investments: stocks, bonds, and cash
equivalents.

Earned Service Paid employment as an employee of an SCRS-covered employer during which the employee
makes regular retirement contributions to the SCRS.

IRC Section 401(a) Tax code section authorizing a qualified retirement plan to be operated and supported by an
employer and to provide retirement benefits.

Member (or Participant) An employee enrolled in one of the state’s retirement plans, including the State ORP.

Mutual Fund Fund operated by an investment company that pools money from shareholders and invests it in
stocks, bonds, options, futures, currencies, or cash equivalents.

Prospectus A formal written document relating to the offering of a new or existing security that delineates the
offeror’s business plan and is needed by the investor to make an informed decision concerning investment in the

security.

Service Credit A member’s earned service, prior service, and purchased service.
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